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KEY ECONOMIC INDICATORS: Exchange rate as of March 28, 1974 
U.S. $1.00 = DM 2.5380 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices (DM billion) 
Private Consumption 
Government Consumption 
Fixed Investment 
GNP at 1962 prices (DM billion) 
GNP Price Deflator 
Per capita GNP, current prices (DM) 
Disposable Income (DM billion) 
Savings as % disposable income 
Employment (1,000s) of wage and salary earners, 
industrial 
Unemployment Rate (%) i. 
Productivity Gain (%) 2/ seacenittticacainclittnscsiilitalMsnisncnaiilpammaanainictapes 
Indices: 
New Industrial Orders (1970=100) 1s Was j9854 8686 
Industrial Production (1962=100) 160.1 166.4 178.6 et | 
Retail Sales (1962=100) 187.7 203.6 BY +h.5 
Construction (1962=100) 141.4 152.2 148.0 -2.8 
Industrial Wages and Salaries per employee 


(1962=100) 215.3 236.1 261.6 +10,8 
Cost of Living (1970=100) 105, 111.1 118.8 +6. 


Industrial Prices (1962=100) 112.5 116.1 123.8 +6.8 
MONEY 
Money Supply (DM billion) ; +2, 
Domestic Credit Outstanding (DM billion) 
Public Debt Outstanding, Domestic (DM billion) 
External Debt (DM billion) 
Interest Rate, Central Bank (6/73) * 
Interest Rate, Comm'l bank medium-term (2/74) * 
BALANCE OF PAYMENTS AND TBADE 
Gold & Foreign Exchange Reserves (DM billion) 
Balance of Payments Surpl’/Deficit (DM bil) +/- 
Balance of Trade (DM billion) +/- 
Total Exports, FOB (DM billion) 


To U.S. (DM billion) 13.1 13.8 15.1 +9.4 


Total Imports,CIF (DM billion) 120.1 128.8 145.4 3.0 
From U.S. (DM billion) 12. 10. : 


: e 


(From U.S. in $ billion) 6 . 6 +39, 
Total Imports from EEC (DM billion) 62.2 69.1 75.6 +9.3 
Main Imports from U.S. during 1973 in $ million: 
Business equipment and systems, $330 3f Computers and related equipment, $210 3f 
Chemicals, $528; Edible fats and oils, $467; Electrical equipment, $418; Aircraft and 
motor vehicles 62; i 
1/ 1973 over 1972. 2/ Increase in real domestic product per working hour. Source: 
Industry association and other non-official sources. 


Note: Items marked (*) are as of year end 1971 and 1972, and as of latest date shown for 
1973. 





SUMMARY 


The German economy is now facing a period of slower than 
usual growth, accompanied by very rapid price increases. 
Although German price performance is better than that of 

any other large industrial country at this time, rapidly 
rising wages and basic commodity prices will force the 

price level of consumer goods up by as much as 10 percent 

in 1974. Because of slow real growth (the economy is likely 


to grow at a rate of between 1.5 and 2 percent) real imports 
will not grow as rapidly as in past years. Nominal imports, 
on the other hand should rise rapidly, as import prices 
shoot upwards, and the US, with the advantages of past 
devaluations, should do fairly well in 1974. The economy 
should begin to reaccelerate in the second half of 1974, 

so 1975 should again be a very good year for US exporters. 





CURRENT ECONOMIC SITUATION AND TRENDS 


The energy problem, which dominated the economic scene during 
the last quarter of 1973 has now become simply another, albeit 
key, input into the larger question of inflation. The consumer 
price level is likely to rise by nearly 10 percent in 1974 and 
many forecasters predict an even higher rate. The GNP deflator 
will probably be around 7.5 percent. 


The principal inflationary forces in the economy are of the 
cost-push variety. Recent wage settlements (beginning with 
the public sector workers in January) are said by various 
industry representatives to have pushed wage costs up by over 
15 percent, and have become the standard for future settlements. 
This jump in wages began when unit labor costs were already 
rising at an accelerating rate. The seasonally adjusted annual 
rate of increase in unit labor costs in the fourth quarter of 
1973 reached 10.8 percent. Fortunately productivity has been 
rising rapidly during past years and, although likely to grow 
somewhat less rapidly in 1974 than 1973 (3.5 percent versus 
5.6 percent), will have some effect in reducing the overall 
impact of rising labor costs. Another strong cost push is 
now coming from basic commodity prices which climbed at a 12- 
month annual rate of 18 percent in January and rose by over 

4 percent between December and January (a seasonally adjusted 
annual rate of over 60 percent). Import prices (reflecting 
current world market prices which have not yet been felt via 
actual deliveries and rising commodity prices) rose at a 
12-month rate of 32 percent in January. Using the same yard- 
stick, industrial prices were already increasing by over 10 


percent in January and wholesale prices exceeded the 10 percent 
rate in February. 


Even given the cost-push nature of inflation in Germany, rates 
of inflation as high as those forecast can take place only if 
total demand rises fast enough to allow increased costs to be 
passed on as higher prices. At this time it appears that-- 
beyond just providing enough impetus to absorb the higher 
prices--total demand will rise fast enough to even add addi- 
tional demand pressure on prices. Although the economy slowed 
faster than anticipated in the second half of 1973 (real GNP 
actually declined compared with the first half of 1973), a 
number of indicators suggest that the trough of this (very 
abbreviated) cycle may already have been reached: 


- the downward trend in the growth rate of incoming new 
industrial orders appeared to end in January and February; 





orders for private vehicles (a weak sector even before the 
Oil crisis) also appear to have bottomed out; 


the unemployment rate did not rise further in February, 
and, when seasonal fluctuations are discounted, seems to 
have peaked in December; 


Ifo polls of business sentiment show that pessimism reached 
a peak in December and has declined somewhat since that time; 


export orders (those in hand are already sufficient to insure 
a very good year) continue to come in at a rate well above 
the 1970-1972 average; 


order backlogs held steady in the fourth quarter of 1973 
at around 3.4 months (versus 2.5 months in the 1966 slump). 


All of these indicators seem to corroborate (tentatively) the 
conclusion most forecasters have reached: the slowdown will 
reach a trough during the first half of this year (both pro- 
duction and employment) and a recovery will be underway by 
the second half. 


GNP_ Components 
Rates of growth over previous year 


(Rates of growth in 1962 prices in parentheses) 


1973P 


Private Consumption 10.5 
(3.2) 


Public Consumption 415.5 
(4.4) 


Fixed Investment in Machinery 
and Equipment 
Fixed Investment in Construction 


Change in Inventory (DM billion) 


Exports 





1973P 1974f 


Imports 14.8 21 
(10) (4.5) 


Export Surplus (DM billion) 425.5 +19 
(+15.76) (+21) 


GNP 11.6 10 
(5.3) (2) 


p: preliminary figures f: forecasts for 1974 


Although the above figures could serve as the consensus 
prognosis of most forecasters, there is still considerable 
room for error. The key uncertainties are: 


private consumption could rise more slowly than forecast. 
In the past consumers have tended to lower their marginal 
rate of consumption when the rate of inflation accelerated. 


interest rates remain high and recent questionnaires showing 
respectable plans to invest could reflect a catching-up 
period following the lifting of the investment tax in 
December. 


If another round of the oil crisis should unfold or real 
growth among Germany's principal trading partners be less 
than now expected, export prospects would worsen. 


Public Policy. The Bundesbank seems determined to maintain 
tight money policy for the time being, and is unlikely to 
change that position so long as wages continue to rise at the 
current rate. Fiscal policy has, however, shifted in an 
expansionary direction. The 1l percent tax on investment was 
removed in December, and tax incentives reinstated to encourage 
both residential and business construction. Other steps have 
been taken to help structurally (financial assistance for 
low-cost housing projects, for example). In addition, limits 
on public sector borrowing and spending have been lifted. The 
Government has stated, however, that the 10 percent surcharge 
on corporate and higher-level private income will not be 


discontinued before its scheduled expiration in June of this 
year. 


Alithough strong cost pressures, and a 2 percent rise in real 
GNP, leave little doubt that inflation will be in the range 
predicted above, it is worth noting that Germany's performance 





in this arena is still among the best in the industrialized 
world--and will probably remain so in 1974. This conclusion 
assumes that oil prices will not rise by more than the amounts 
already posted. At this point it also appears that oil 
supplies will be sufficient to meet demand, although this 
picture could change if the economy begins to expand even 
more rapidly than forecast here, or if the German public 
resumes the driving habits which preceded the speed limits 
which were temporarily enforced in order to reduce total 
consumption. 


IMPLICATIONS FOR THE UNITED STATES 


Slower economic growth in 1974 means that the volume of 
German imports will go up less rapidly than in 1973. Price 
rises will, however, mean that the total value of the FRG's 
imports will probably go up by over 20 percent. Most of the 
effect of the 1971 dollar devaluation should be felt this 
year, and much of the 1973 devaluation is already being 
noticed, so US products should enjoy clear price advantages. 
If the US continues to maintain relatively good price per- 
formance, compared to third countries, US exporters should 

be able to reverse the trend of past years and increase their 
share of the German (non-petroleum) import market. Last year 
US exports managed to retain their share of the market (8.4 
percent in 1972 and 1973), although this was due to the very 
strong performance of agriculture. 


Those US producers who sell intermediate or capital products 

to industry will do best in 1974 (German steel and chemicals 
producers, for example, are still enjoying a pronounced boom). 
Prospects for exporters of consumer goods will not be so 

bright. The outlook for 1975 appears good across the board, 

if the rate of real growth begins to accelerate in the second 
half of this year, as we expect. Economic commercial officers 
throughout Germany recently surveyed major lines of manufactured 
exports from the United States to determine which offer the 

best prospects for incremental sales in the months ahead. Their 
findings tend to corroborate the above comments. The hottest 
prospects, in order of expectations, are listed below. 


Business Equipment and Systems are the best bet. Best sales 
are likely to be in electronic desk calculators and electro- 


static copiers. Sales of those items could expand by as much 
as the 25 percent increase recorded last year (in value terms). 


Computers and Related Equipment are almost as promising. Best 





prospects appear to be: digital compact computers, central 
processing units, central storage units, peripheral storage 
units, peripheral input/output devices, and recording 
equipment. 


American manufacturers supply more than one-half of all 
Electronic Production and Test Equipment imported by Germany 
($70 million worth in 1973) and sales in latest state-of-the- 
art lines such as semi-conductor and integrated circuit 
production equipment, printed circuit production equipment, 
wiring assembly and other interfacing equipment, passive 
component production equipment, and automatic computerized 
test equipment, could grow by as much as 35 percent in 1974. 
Prospects in the sister product line, Electronic Components, 
are not quite as good, because more local production facilities, 
both American- and German-owned, are coming into production. 
In 1973, however, German demand exceeded the American 
electronic industry's capacity to supply, and many opportunities 
to increase sales exist. The following lines should do 
especially well: special power transistors (including Si-RF 
power transistors), MOS integrated circuits, LSI MOS memory 
integrated circuits, COS/MOS digital integrated circuits, 
zener diodes, color TV tubes, capacitors, high-speed 
thyristors, dry-reed relays, and PC connectors. A tip for 
new-to-market firms: sign up now for space in the Commerce 
Department organized US exhibit at Electronica '74, central 
Europe's largest electronic industry trade show in Munich 

in November. 


Fluid Power and Transmission Equipment should enjoy strong 
growth for at least the next one or two years. A sampling 

of these products: Pumps--leakproof, canned circulation 

pumps for nuclear cooling systems; small piston pumps for 
high-pressure cleaning; heavy duty chemical process pumps 

for extreme pressure and temperature conditions; special slurry 
pumps. Valves--all-purpose electro-magnetic continuous pro- 
portional control valves, leakproof valves for nuclear reactor 
cooling systems, monel and stainless steel gate and ball valves 
for 9000 psi operation. Compressors--high quality, high 
capacity radial and axial piston air and gas compressors; 
high-pressure centrifugal compressors for polyethylene production. 


US agricultural exports to Germany should continue to be 

strong this coming fiscal year. With the higher level of German 
disposable income and the recent slippage in basic US commodity 
prices, we expect that the German import maket will continue to 
attract imports of grain and protein products from the US. This 
is especially true in the livestock feeding area where production 
estimates for German red meat are up about 5 percent from last 
year's level. Our estimate at this time is for something close 
to last year's value of $1.5 billion. 





It’s brand new! 


MINI-GUIDE 


to the 1972 Economic Censuses 


With hundreds of 
reports on the economic 
censuses now coming 
off the press, 

the MINI-GUIDE is 
designed as YOUR guide 
through the thousands 
of available facts, 
providing concise 

and handy information 
on the publications 
YOU want. 


Geared for potential users of 

Census Bureau data, as well as for 

experienced users, MINI-GUIDE 

chapters provide useful information 

and references on: 

—General information on the 1972 
Economic Censuses 

—Data collected and publication 
programs for the individual eco- 
nomic censuses 

—Geographic areas for which data 
are available 

—The Standard Industrial Classifi- 
cation System 


XE 


Ox ar x 


aS 


The economic censuses conducted 
by the Bureau of the Census are a 
major source of information about 
the structure and function of the 
Nation’s economy. Let the MINI- 
GUIDE serve as your introduction 
to each of the nine economic cen- 
sus programs listed below: 

Retail Trade 

Selected Service Industries 

Wholesale Trade 

Construction Industries 

Manufactures 

Mineral Industries 


Transportation 
Enterprise Statistics 
Outlying Areas 


For a valuable reference and guide 
to the economic censuses, the 
MINI-GUIDE TO THE 1972 
ECONOMIC CENSUSES may now 
be ordered from the Publications 
Distribution Section, Social and 
Economic Statistics Administra- 
tion, Washington, D.C. 20233. 


44 pages at $1.00 


U.S. DEPARTMENT OF COMMERCE « Social and Economic Statistics Administration * BUREAU OF THE CENSUS 


ORDER FORM 


Please send me 


copies of 


Mini-Guide to the 1972 Economic Censuses at $1.00 each 


Name 


Organization 


Street Address 


(please type or print) 


City, State, and ZIP Code 


(please detach along this dotted line) 


MAIL ORDER FORM WITH PAYMENT TO 


Publications Distribution Section 
Social and Economic 


Statistics Administration 
Washington, D.C. 20233 


MAKE CHECK OR MONEY ORDER PAYABLE 
TO SUPERINTENDENT OF DOCUMENTS 


TOTAL AMOUNT $ 


Payment enclosed 


(Mark one) 
Check 
© Money order 





GPO coupons 


OR Charge to: 
Superintendent of 
Documents Deposit 


Account Number 





MANUFACTURERS... 


MARKET SHARE REPORTS 


74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG... TODAY! 


Name. 


Addres 


City, State Picton 


Woe, Mail to: NATIONAL TECHNICAL 
> INFORMATION SERVICE 
* U.S. Dept. of Commerce 


renee ane Springfield, Virginia 22151 


ty, 
1S ra aysO™ 


% U.S. GOVERNMENT PRINTING OFFICE: 1974-542-911/115 3-1 














